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DEFERRED COMPENSATION PLAN 
FOR EMPLOYEES OF THE 

TOWN OF SOUTHOLD 
NOTES TO FINANCIAL STATEMENTS 

Note 3 - Fair Value Measurements (continued) 

The following table sets forth by level, within the fair value hierarchy, the Plan's investments at 
fair value: 

Assets at Fair Value (Level 1) 

2018 2017 

Mutual Funds at Fair Value $ 15.058.818 $ 15,669.491 

There were no Level 2 or Level 3 assets held by the Plan at December 31, 2018 and 2017. 

Note 4 - Fully Benefit-Responsive Guaranteed Investment Contract 

The Plan has a fully benefit responsive investment contract with the MassMutual Retirement 
Services ("MassMutual"). MassMutual maintains the contributions in a general account that is 
comprised of guaranteed investment contracts (traditional "GICs") and separate account 
guaranteed investment contracts (separate account GICs). These contracts meet the fully 
benefit-responsive investment contract criteria and therefore are reported at contract value. 
Contract value is the relevant measure for fully benefit-responsive investment contracts 
because this is the amount received by participants if they were to initiate permitted 
transactions under the terms of the Plan. Contract value represents contributions made under 
each contract, plus earnings, less participant withdrawals, and administrative expenses. 

The traditional investment contract held by the Plan is a guaranteed investment contract. The 
contract issuer is contractually obligated to repay the principal and interest at a specified interest 
rate that is guaranteed to the Plan. The crediting rate is based on a formula established by the 
contract issuer but may not be less than 2.25%. The crediting rate is reviewed on a quarterly 
basis for resetting. The contract cannot be terminated before the scheduled maturity date. 

The Plan's ability to receive amounts due in accordance with fully benefit-responsive investment 
contracts is dependent on the third-party issuer's ability to meet its financial obligations. The 
issuer's ability to meet its contractual obligations may be affected by future economic and 
regulatory developments. 

Certain events might limit the Plan's ability to transact at contract value with the contract issuer. 
These events may be different under each contract. Examples of such events include the 
following: (a) the Plan's failure to qualify under Section 457 of the IRC or the failure of the trust 
to be tax-exempt under Section 501 (a) of the Internal Revenue, (b) premature termination of 
the contract, (c) Plan termination or merger, (d) changes to the Plan's prohibition on 
competing investment options, and (e) bankruptcy of the Plan sponsor or other Plan sponsor 
events (for example, divestitures or spin-offs of a subsidiary) that significantly affect the Plan's 
normal operations. 

The Plan Administrator does not believe that any events that would limit the Plan's ability to 
transact at contract value with Plan participants are probable of occurring. 
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Note 4 - Fully Benefit-Responsive Guaranteed Investment Contract (continued) 

In addition, certain events allow the issuer to terminate the contracts with the Plan and settle at 
an amount different from contract value. 

Those events may be different under each contract. Examples of such events include the 
following: (a) an uncured violation of the Plan's investment guidelines, (b) a breach of material 
obligation under the contract, (c) a material misrepresentation, and (d) a material amendment to 
the agreements without the consent of the issuer. 

Note 5 - Plan Termination 

Although it has not expressed any intent to do so, the Board of Trustees has the right under the 
Plan to amend, suspend or terminate the Plan and any deferrals thereunder, the trust agreement 
and any investment fund, in whole or in part and for any reason and without consent of any 
employee, participant, beneficiary, or other person. In the event of Plan termination, all amounts 
deferred would be payable in accordance with Plan provisions. 

Note 6 - Party-In-Interest Transactions 

Certain Plan investments are managed by MassMutual. MassMutual is the Custodian and record 
keeper for the Plan, and therefore, these transactions qualify as party-in-interest transactions. 

Note 7 - Tax Status 

The Plan is structured and follows a model deferred compensation plan, pre-approved by the 
Internal Revenue Service ("IRS"). The IRS has determined and informed the New York State 
Deferred Compensation Board by a letter dated September 15, 2011, that the Model Plan 
implemented by MassMutual is designed in accordance with applicable sections of the IRC. 

Accounting principles generally accepted in the United States of America require Plan 
management to evaluate tax positions taken by the Plan and recognize a tax liability if the Plan 
has taken an uncertain position that more than likely would not be sustained upon examination 
by the applicable taxing authority. The Plan is subject to routine audits by taxing jurisdictions; 
however, there are currently no audits for any tax periods in progress. 

Note 8 - Certification 

Certain information related to investments and notes receivable from participants held at 
December 31, 2018 and 2017 and net (depreciation) appreciation in fair value of investments 
and interest income for the years then ended, disclosed in the accompanying financial 
statements, was obtained or derived from information supplied to the Plan Administrator and 
certified as complete and accurate by MassMutual Retirement Services the Custodian of the 
Plan. 
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Note 9 - Risks and Uncertainties 

The Plan invests in various investment securities. Investment securities are exposed to 
various risks such as interest rate, market, and credit risks. Due to the level of risk associated 
with certain investment securities, it is at least reasonably possible that changes in the values 
of investment securities will occur in the near term and that such changes could materially 
affect participants' account balances and the amounts reported in the statement of net assets 
available for benefits. 

Note 10 - Investment Concentrations 

At December 31, 2018, four of the investments held by the Plan, individually amounted to 
approximately 10% or more of the net assets available for benefits, and approximately 
$10,545,000 or 54% in the aggregate. At December 31, 2017, three of the investments held by 
the Plan, individually amounted to approximately 10% or more of the net assets available for 
benefits, and approximately $9,446,000 or 47% in the aggregate. 


